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Hon. David A. Paterson


September 5, 2008

Governor

State of New York



BY E-MAIL

Executive Chamber



legislative.secretary@chamber.state.ny.us
State Capitol Building

Albany, New York 12224

Re:  S.6457-A (Farley) / A.9393-A (Abbate)
AN ACT establishing the task force on retiree health insurance 

protection, and providing for the repeal of certain provisions  

upon expiration thereof

Dear Governor Paterson:

The referenced bill, which is currently on your desk for consideration, would set up a task force on public retiree health insurance protection that is charged with “recommending cost-effective strategies for protecting adequate and affordable health insurance coverage for retired public employees and their dependents.”  But it would also establish a moratorium from May 1, 2008 until June 30, 2009, which prohibits public employers “from diminishing the health insurance benefits provided to retirees and their dependents or the contributions such employer makes for such health insurance coverage below the level of such benefits or contributions made on behalf of such retirees and their dependents by such employer.”

While the New York State Association of Health Underwriters (NYSAHU), the professional trade association representing health insurance brokers and producers in the state, supports the intent to avoid any diminution of health insurance benefits to public employee retirees and their dependents, NYSAHU is constrained to OPPOSE S.6457-A/A.9393-A bill for the following reasons:

· The bill does not specifically address what constitutes a change in the contributions for retirees' and dependents' health insurance benefits.  For instance,  what if a change in insurance carriers offering the same benefits would result in a cost savings to the public employer?  Would this be considered a change in the contributions because the premium was reduced?  One of the major advantages in working with a health insurance broker/agent is to conduct a benefits analysis so that alternatives and cost saving solutions can be proposed.  If a broker cannot make any changes to the current carrier, even without diminution in benefits provided (as is in this situation), the public employer cannot realize any savings in health insurance premiums. 

· The same would be true with respect to “diminishing” health benefits.  If you were to increase co-payments and fund the difference through a health reimbursement account (HRA) or a flexible spending account (FSA) arrangement, would this be considered a diminution in health benefits?  Again, this rules out the presentation to the public employer of cost saving solutions while maintaining benefits.

· Municipalities, school districts and political subdivisions are now facing government accounting standards board (GASB) 45 reporting requirements and are being shocked by their future OPEB (Other Post Employment Benefits) liabilities.  The major rating agencies are going to be including OPEB liabilities, pre-funding and risk mitigation strategies in their financial analyses.  Limiting the ways in which public employers can deal with their health insurance benefits liabilities, may put such employers in a negative financial position and quite possibly lower their bond rating. 

· Almost all public employers abide by collective bargaining agreements negotiated with public employee unions, which clearly define the benefits and contributions that must be offered to public employee retirees and their dependents.  It is through collective bargaining that such benefits/contributions must change. This ensures that changes are not made haphazardly and that retirees and their dependents are protected. 

· New York State has already established a task force on health coverage for all, the Partnership for Coverage, which is jointly chaired by the Commissioner of Health and the Superintendent of Insurance.  Public employee retirees and their dependents’ health insurance coverage issues should already be included in the considerations of this panel. 
As demonstrated herein, the “diminishing benefits or contributions” wording contained in the moratorium portion of this bill is so vague as to prevent municipalities, school districts and other political subdivisions from negotiating ANY changes to health insurance benefits whatsoever, even if such benefits could be IMPROVED at LOWER COST to the public employer. This makes no sense at all.  

For all the reasons stated above, and on behalf of the New York State Association of Health Underwriters, we OPPOSE S.6457-A/A.9393-A and URGE ITS IMMEDIATE VETO. 



Respectfully submitted,





Thomas W. Faist, Esq.








Legislative Counsel









New York State Association of Health Underwriters

